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available promptly upon request to 
representatives of the Commission. 

[77 FR 20198, Apr. 3, 2012] 

§ 1.72 Restrictions on customer clear-
ing arrangements. 

No futures commission merchant 
providing clearing services to cus-
tomers shall enter into an arrangement 
that: 

(a) Discloses to the futures commis-
sion merchant or any swap dealer or 
major swap participant the identity of 
a customer’s original executing 
counterparty; 

(b) Limits the number of counterpar-
ties with whom a customer may enter 
into a trade; 

(c) Restricts the size of the position a 
customer may take with any individual 
counterparty, apart from an overall 
limit for all positions held by the cus-
tomer at the futures commission mer-
chant; 

(d) Impairs a customer’s access to 
execution of a trade on terms that have 
a reasonable relationship to the best 
terms available; or 

(e) Prevents compliance with the 
timeframes set forth in § 1.74(b), 
§ 23.610(b), or § 39.12(b)(7) of this chap-
ter. 

[77 FR 21306, Apr. 9, 2012] 

§ 1.73 Clearing futures commission 
merchant risk management. 

(a) Each futures commission mer-
chant that is a clearing member of a 
derivatives clearing organization shall: 

(1) Establish risk-based limits in the 
proprietary account and in each cus-
tomer account based on position size, 
order size, margin requirements, or 
similar factors; 

(2) Screen orders for compliance with 
the risk-based limits in accordance 
with the following: 

(i) When a clearing futures commis-
sion merchant provides electronic mar-
ket access or accepts orders for auto-
mated execution, it shall use auto-
mated means to screen orders for com-
pliance with the limits; 

(ii) When a clearing futures commis-
sion merchant accepts orders for non- 
automated execution, it shall establish 
and maintain systems of risk controls 

reasonably designed to ensure compli-
ance with the limits; 

(iii) When a clearing futures commis-
sion merchant accepts transactions 
that were executed bilaterally and then 
submitted for clearing, it shall estab-
lish and maintain systems of risk man-
agement controls reasonably designed 
to ensure compliance with the limits; 

(iv) When a firm executes an order on 
behalf of a customer but gives it up to 
another firm for clearing, 

(A) The clearing futures commission 
merchant shall establish risk-based 
limits for the customer, and enter into 
an agreement in advance with the exe-
cuting firm that requires the executing 
firm to screen orders for compliance 
with those limits in accordance with 
paragraph (a)(2)(i) or (ii) as applicable; 
and 

(B) The clearing futures commission 
merchant shall establish and maintain 
systems of risk management controls 
reasonably designed to ensure compli-
ance with the limits. 

(v) When an account manager 
bunches orders on behalf of multiple 
customers for execution as a block and 
post-trade allocation to individual ac-
counts for clearing: 

(A) The futures commission mer-
chant that initially clears the block 
shall establish risk-based limits for the 
block account and screen the order in 
accordance with paragraph (a)(2)(i) or 
(ii) as applicable; 

(B) The futures commission mer-
chants that clear the allocated trades 
on behalf of customers shall establish 
risk-based limits for each customer 
and enter into an agreement in ad-
vance with the account manager that 
requires the account manager to screen 
orders for compliance with those lim-
its; and 

(C) The futures commission mer-
chants that clear the allocated trades 
on behalf of customers shall establish 
and maintain systems of risk manage-
ment controls reasonably designed to 
ensure compliance with the limits. 

(3) Monitor for adherence to the risk- 
based limits intra-day and overnight; 

(4) Conduct stress tests under ex-
treme but plausible conditions of all 
positions in the proprietary account 
and in each customer account that 
could pose material risk to the futures 
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commission merchant at least once per 
week; 

(5) Evaluate its ability to meet ini-
tial margin requirements at least once 
per week; 

(6) Evaluate its ability to meet vari-
ation margin requirements in cash at 
least once per week; 

(7) Evaluate its ability to liquidate, 
in an orderly manner, the positions in 
the proprietary and customer accounts 
and estimate the cost of the liquida-
tion at least once per quarter; and 

(8) Test all lines of credit at least 
once per year. 

(b) Each futures commission mer-
chant that is a clearing member of a 
derivatives clearing organization shall: 

(1) Establish written procedures to 
comply with this regulation; and 

(2) Keep full, complete, and system-
atic records documenting its compli-
ance with this regulation. 

(3) All records required to be main-
tained pursuant to these regulations 
shall be maintained in accordance with 
Commission Regulation 1.31 (17 CFR 
1.31) and shall be made available 
promptly upon request to representa-
tives of the Commission and to rep-
resentatives of applicable prudential 
regulators. 

[77 FR 21306, Apr. 9, 2012] 

§ 1.74 Futures commission merchant 
acceptance for clearing. 

(a) Each futures commission mer-
chant that is a clearing member of a 
derivatives clearing organization shall 
coordinate with each derivatives clear-
ing organization on which it clears to 
establish systems that enable the fu-
tures commission merchant, or the de-
rivatives clearing organization acting 
on its behalf, to accept or reject each 
trade submitted to the derivatives 
clearing organization for clearing by or 
for the futures commission merchant 
or a customer of the futures commis-
sion merchant as quickly as would be 
technologically practicable if fully 
automated systems were used; and 

(b) Each futures commission mer-
chant that is a clearing member of a 
derivatives clearing organization shall 
accept or reject each trade submitted 
by or for it or its customers as quickly 
as would be technologically practicable 
if fully automated systems were used; a 

clearing futures commission merchant 
may meet this requirement by: 

(1) Establishing systems to pre- 
screen orders for compliance with cri-
teria specified by the clearing futures 
commission merchant; 

(2) Establishing systems that author-
ize a derivatives clearing organization 
to accept or reject on its behalf trades 
that meet, or fail to meet, criteria 
specified by the clearing futures com-
mission merchant; or 

(3) Establishing systems that enable 
the clearing futures commission mer-
chant to communicate to the deriva-
tives clearing organization acceptance 
or rejection of each trade as quickly as 
would be technologically practicable if 
fully automated systems were used. 

[77 FR 21307, Apr. 9, 2012] 

§ 1.75 Delegation of authority to the 
Director of the Division of Clearing 
and Risk to establish an alternative 
compliance schedule to comply 
with futures commission merchant 
acceptance for clearing. 

(a) The Commission hereby delegates 
to the Director of the Division of Clear-
ing and Risk or such other employee or 
employees as the Director may des-
ignate from time to time, the author-
ity to establish an alternative compli-
ance schedule for requirements of § 1.74 
for swaps that are found to be techno-
logically or economically impracti-
cable for an affected futures commis-
sion merchant that seeks, in good 
faith, to comply with the requirements 
of § 1.74 within a reasonable time period 
beyond the date on which compliance 
by such futures commission merchant 
is otherwise required. 

(b) A request for an alternative com-
pliance schedule under this section 
shall be acted upon by the Director of 
the Division of Clearing and Risk with-
in 30 days from the time such a request 
is received, or it shall be deemed ap-
proved. 

(c) An exception granted under this 
section shall not cause a registrant to 
be out of compliance or deemed in vio-
lation of any registration require-
ments. 

(d) Notwithstanding any other provi-
sion of this section, in any case in 

VerDate Sep<11>2014 16:12 Apr 29, 2015 Jkt 235057 PO 00000 Frm 00189 Fmt 8010 Sfmt 8010 Q:\17\17V1.TXT 31lp
ow

el
l o

n 
D

S
K

54
D

X
V

N
1O

F
R

 w
ith

 $
$_

JO
B


		Superintendent of Documents
	2016-07-06T20:59:02-0400
	US GPO, Washington, DC 20401
	Superintendent of Documents
	GPO attests that this document has not been altered since it was disseminated by GPO




